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SUBJECT: Cost Management and Activity Based Costing

We recently received an update on the status of the implementation of Cost
Management and Activity Based Costing (CM/ABC) throughout the Army’s 11
Business Areas. We are pleased to report that activity has increased in the last
few months, but progress still is slower than needed. We believe that it is
essential for Business Area leaders and MACOM commanders to stress the
importance of this initiative and to serve as champions for this effort.

Applying CM/ABC will enable the Army to attain its strategic goals and
objectives. CM/ABC provides operational managers with a proven process for
gaining efficiencies, improving performance and making informed resource
decisions.

Moreover, we are committed to retaining at the local level any savings that
result from the implementation of CM/ABC. CM/ABC is not a method for HQDA
to harvest your hard-earned savings.

Your reports to us about the implementation of CM/ABC, including successes
and challenges, are critical to our understanding the collective success of the
program and to sharing results. Therefore, Business Area leaders will have a
more prominent role in the Quarterly Reviews, starting with Base Operations and
Civilian Human Resources, in the 1QFY02 Review in mid February. Additionally,
we have asked CEAC to conduct MACOM and Installation visits for on-site
reviews to see your progress first hand.

We must continue to ensure that our operational managers are managing
costs actively to enhance performance through process improvement. This can
only be accomplished through leadership commitment, involvement and support
at all levels of command. We look forward to discussing your progress in future
reviews.

Sandra L. Pack J ﬁ Keane

Assistant Secretary of the Army General, United States Army
(Financial Management & Comptroller) Vice Chief of Staff
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DISTRIBUTION:
BUSINESS AREA LEADERS:

ASSISTANT SECRETARY ARMY (ACQUISITION, LOGISTICS AND
TECHNOLOGY)

ASSISTANT SECRETARY ARMY (MANPOWER AND RESERVE
AFFAIRS)

DIRECTOR OF INFORMATION SYSTEMS FOR C4

DIRECTOR, TEST & EVALVATION MANAGEMENT AGENCY

DEPUTY CHIEF OF STAFF FOR LOGISTICS

DEPUTY CHIEF OF STAFF FOR OPERATIONS AND PLANS

ASSISTANT CHIEF OF STAFF FOR INSTALLATION MANAGEMENT

MACOMS:

COMMANDER
US ARMY EUROPE & 7TH ARMY
EIGHTH US ARMY
US ARMY SOUTH COMMAND
US ARMY FORCES COMMAND
US ARMY MATERIEL COMMAND
US ARMY TRAINING & DOCTRINE COMMAND
US ARMY CORPS OF ENGINEERS
US ARMY PACIFIC COMMAND
US ARMY MEDICAL COMMAND
US ARMY MILITARY DISTRICT OF WASHINGTON
US ARMY SPACE AND MISSILE DEFENSE COMMAND
US ARMY TEST & EVALUATION COMMAND



